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Lupus Capital aims to build shareholder value through
‘the acquisition of industrial assets with the potential for
development and the application of proven management
skills and systems in order to achieve greater profitability.
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Our strategy

Our approach 1o sectors is very disciplined and with a

| Clear focus. Target companies will be involved in industrial
manJfacturing, processing, services or distribution for
industries, businesses or consumers. Our key reguirements
are asset based, positive cash flow, industrial activities with
| potential for development. In addition we will target fragmented
industries, seek consolidations, as well as develop organic
growth opportunities.

2006 highlights

Achieved sales of £62.940 million (2005: £7.479 million)
Pre tax profits £10.013 milion (2005: £2.435 miltion)
Dividends up by 21% to 0.497p

Strong cash generation - net debt of £23.3 million

£84 million acquisition and integration of Schiegel
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Chairman’s statement

dividend policy.

Dear Shareholder,

I am pleased o eper a recand set of fnancial rasults
o the vear entina 31 Docembe 2006 wogethar vath
thz sucoassiul inte »ato ~ of Schegel Bulavmg Prod .ois,
wiveh was acawreth an » Agat 2006, Group owofls,
asnrrans A Sasn penenton 3l SuUDEssen yevin s PR

Gall Thersan =rvesnraated, whiahn Opesaiss ey n
tha ol 370 gas setx bas hao is best svar yar oealing
2005 in sales, orctiiz. cagh gergranon one alse atum
on capzal empluyed,

The rrne mant ™ centncut on frony tha acgues oo of
Ser'onel has baon vory poatee, The managoement bas
regponded woll bt e the charge ¢ owraishp ard
now giroct on and has mirowed on ey paformanco
indicators over A5

We are very excited about the progress that we are making
with Luous. Our results are good, backed up by strong
cash generation enabling us to continue our progressive

Results for the year

h is very satisfying to be able to desall 1o you an outstanding
year for your company. Sales, including the acquisition
of Sehlegel, were £62,940 milion (2005: £7.47% mllion)
and pre-tax orolits increased o £1C.013 ~ilion

(P006; £2.435 million). Reparted eamings per share
jumped 1o 1.233p (2005: 0.8830). The figures for the
periad are not directly comparable as they include a
major acouis tion and have been prepared on the tasis
of tre requirements of UK GAAR, as explained in the
notas to the accounts.

Dividend

A grewng dividend 1s also cne of our cbiectives and we
have Deen ablo yet again 1o achiove this wih a seres
of dividends,

We are recommending a fnal aivlend tor 2006 of 0.334p
(2005; 0.278p}, which is an increase of over 20%.

If approved at the AGM, which we will be holding on

16 May 2007, this final divided wil be paid on 23 May
200/ 1o Shareholders on ihe regisler al 9 March 200/,

This, togetrer with the special intsrirn dividend of
0.114p per Ordinary Share in raspec: of tha quarer
ending 31 March 2006 andd the further interim dividend
of 0.049p for the first hali o 2008, will make a total
dividend for the 2006 yezr of 0.487p - up 21% from the
0.410p paid in the 2005 vear.

It is the interticn of the Board 10 ~aintan a progressive
dividend policy in the future.

Business of Gall Thomson Environmental Limited
Gall Thamson is the world's leading supplier of marine
breakaway couplings. Its subsidiary, KLAW is a supplier
of Industria couplirgs including quick rslease couplings
and breakaway COUplings.

A Gall Thomsen marine brea<away coupling is used in
the oil a~d gas industry t¢ enable a loading ne to part
safaly and then to shur off the croduct supply in the
event of a vessel moving off staticn duing the leading
or discharging of ol and gas products, whether at
offshore moonngs or jetty terminals, The purpose of the
breakaway coupli~g is firstly to stco emvironmental
pollunion ang secondly to provent darmage to pumpng
and trangfer esuipment. Gall Thomson also supplies tho
quick relezse Weln Lambie camlock coupling which

is wsed in the hose and |cading arm systom for the
ransfer of ol and gas products.

The greater nurmber of our couplings are designes and
rmade to order for the mzjor ol producers. Siock and
working cagital levels ars ihus easly wsble. There iz
also an increasing demarnd lor refurb shiment of our
products which have been in uge for rrany years and
axposad 1o the elements.

..defined strategy, a
soundt balance sheet,
good operating actvities...
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The excellenze of “he couplings ana their tecrnology
together witt the significant ervironmental a~d fnancial
conseq.encas of risking less establis~ed products gives
Gall Tho~scn a conside-able advartage ano strong
market share .

The principal activity of KLAW is that of the manufaciure,
assembly and dist-ibution of industrial guick release
couplings ‘o activities such as refining, exploration and
construction. Thay are also «.sa¢ in the transportation of
prochict by road and rait

Both Gall Thamson Environmental Lid (GTE) and its
subsidiary KI AW Products | td (KI AW) have performed
well during the vear.

(3TE, who operale mainly in the offshore industry, has
benefited from a strong ol price that had ¢~couraged
the major oil producers 1o commence new projects
worldwide. Ir addition, the crive towards ervironmental
improvernenis continues to have a positive ofiect.
Approximately G0% of tumover was derived from
exported salas spanning the world from Zurope to Asia,
America to the Middle East ano Africa. Nearly all sales
are made in ounds sterding so we have limited
exposute 1o 4 fluctuating dollar.

In respect of KLAW, w0 operate in the oll, gas, refining
and petroche mical markals, the undadining busicess
has continue 1 to develop, New products have been
inlroduced, ramely the cryogenic ERC (Z~ergancy
Release Coudling) for srip to ship transfer of LNG and
the hazardous chemical units, both being received wilh
rmuch interes . In the case of the Cryoganics ERC,
KLAW has alreaoy received significant orders from major
ol companie.

Business of Schiegel Building Products

The £:84 milion acquisition of Schiegel, a teader in the
manifaciure and marketng of docr and window sed's,
primarily for the worldwide housing market, was
completed on 4 Aol 2006. Schiegel, which currently
has over 625 ermcloyees and mere than 5,000
customers, s3lls over 850 millon metras of seals in A
year. Core manutactuni~g compelencies are
continuously noulded wethane foam, namow fabric
textiles, and extiuded plastics. As a leading praducer of
urgthane ‘oary (cornpression seals) and woven pile
(sliding seals) for the wndow and door markets, seals are
sold in more than 75 coorines from seven manufaciuring
plarts kocatadd around the world. In addition, Schleget
supply both manufactured ard assombled door arkd
window ocking mechanisms to a number of their key
seal custome's,

Also manufaciured are related producss for the
non-housing Imarkets s..ch as cleaning brushes, static
control device's for copiers and printers, special ty

autormotive products as in sunro’ seals and tuck spray
suppressants, tractor seat rim and sway bar brushes,

In 20086 Schlegel saw many exciting charges, whch
procuced increased profitability over tre previcus

yaar and which we hope to continug 10 buid on.

New customers have been won, produstivity has
improved, prices ~ave been raised to comoensae for
raw matarial i~puts, sales have ceen refocused into
higher margin customers, fnancial contiols have been
tightened and resulling acton fram exhaustive analysis
has yielded higher gross margirs. The global market for
housing, both new buld ank refurbsshment, has been
generally satfisfactory with the long term worldwide trend
beng upwards. As an intermational business with
activitiess across three contirents we have a limited
exposure to 2oth dollar curency, and the curtent

U.S. new bulc housing market difficukies where we
have taken action to mitigate any effects.

On the corporate front

A comprehensive tax review is Deing undertaken with an
expected ouicome that our worldwide group cash tax
rate will decline from an anticipated 38% band previously
predicied 1o 36% in 2006 and a lower cash tax rate

in future,

| he acquisition of Schlegal bas broadened the sphare
of operations of Lupus Capital ple ang manageen has
revieveed the risk profle of the enlarged group,

We continue o Seek the develccment of Lupus through
kot~ organic growth and selective acauisitions.

The excellent cash generang~ from both ouwr businesses
has enabtled _upus to reduce the ngt debt taken on 1o
buy Schisgel {£35m) at a speed quicker than odginaly
envisaged. At 31 Decermber 2006 net debt stood at
£23.3m. It has also provided funds to increzse our
divdend to shareholders for the 2006 year at a nigher
rate than forecast at ihe time of tha Schlegel acquisiton.

Strategy

Our strategy is 10 build shareholde: value through the
acquisition of industnal assets wih the potenual for
davelepment using a spactrum of ‘unding instrumenis,
whare with the applcation of our management skils ad
systems we cAan achieve greater piofitakility, Onee they
have bean improved, polertial kong-term growth
configurations instalied, and a critical mass bult, we
would expect 1o realise a gain trrough a vadety of

oxit mechanisms.

Our stiategy is very similar to that which we developed
at Tomkins plz, with onc key cxcoption, Institutional
investors in the public markats ae not sympathetic to
puclic conglomearale organiszt ons; they have, howeaver,
even though with very diverse interests, favoured privaio

Tre €84 mon acoyistion of
Schiogd, o oot 1 the mawraciue
and marketng of toor ankd wrdow
seds, prrmady kr g wordvade
hous ng rarket, waz corrpleted on
4 Aprl 2078,

-very discipl nad
with a clear tocus...
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equity stnuctures, We intend to iollow the private equity
prncigle of tmeo investment exits when critical —ass
and craation of shareholder value have been achieved
by demergers, IP(O's or sales followed by cash ratums
to shareholoers when appropriate,

The speed of our decision making and the management
exoerance we possess togethe with the flexibility of
being acle to offe: an on-going interest should give us

a competitive eciga over private equity competitors when
negatiating transa-tions. In Addition, we have mvoven
management sklls and systems, as well as the
apalication of siar dard financial madating.

Qur approach 1o sectors will be very disciplined and
with a clear focus, Target compa~-ias will ba involved in
ind.strial manutaciing, processing or services of
distnbut on for industrics, busiNCsses Of CONSUTCIS.
Retailing, inancial senices, preperty and media are
outside our range of interest. Our key requitements are
assot based, postive cash fiow, ndustrial acthlics watr
poteniial for davelopmen:. 1n addition we will target
fragmented indust ies, seek consclidations, as well as
devetop organic growih opportunities,

We will choose o opetats in slable markats where the
lechnotogy is low- isk rather than markels exposed 10
quick innovalon and sudden obsolsscence. We prefer
to sell high quantit es of inexpens ve items or {ultil a high
voluimg of cortracls as opposed 1o a smal number of
very significart coss constituents.

We expect to inject our management skills, operating
systems, financial sontrol mechansms and strategy
excerence 10 imprve profitabilty and 1nancial efficiency.

Qur inclustrial focus and business experience of
acquring, stablising, contreling, investing in and
developing bosineuses, together with a strong existing
operation gves Lupus Capital ple excitng prospects.

Outlook

Gall Thomscn is & sliable business and looks forward 1o
maintainng its suceess. Thare are opportunities in most
areas of the world Jue to an increase in glohal {oating
production systems, as wel as the traditonal Single
Poin: Moonng business. The drive 1o exploration in
deeper waters [greater tha~ 1,000 ~etres), whch
rgauire o loading technigues as oppesed to pipeling
infrastructure, provides a sourkd basis for the Gall
Thomson business in the short and lerg term, KLAW
cortinues 1o grow as a result of eniering now markets
with successiully diveleped innovativo products,

Scrlege! operales within the worddwide housing markaot,
which is fikely 10 continue to grow due to increased
populations and muire single hous ng requirements.

In addition, ervirorynenial reg.lations for energy

conservation, of which seals are an integral pat, are
kecoming morg and more critical 10 Jdeveloped and
developing countries. Thesea factors should ensure a
growing future.

We arg very excitad shout the progress that wa are making
with Lupus, Our results are good, backed up by strong
cash generation enabling Us to continue owr progressive
dividend policy. The purchase of Schlegel, a feading
buiiding products manufaciurer, was yet another step in
creating A successiul growing international business.,
We have a defined strategy, a souna balance shest,
goor operating activities ganerating cash and an
ent~usiastic antrepreneunal management tea™ ambitious
io drive Lupus Captal nic forvaard, | a~ confident that
your Board has 1~e rig~1 platicrm to deliver further value
for shareholders,

Record order books, compnsing both marine and
industrial breakaway coupings, at Gell Thomson and
{furtror opgodunties for now products for KLAW fogothor
with a full contribution from the global activities of
Schlegel, enable us to enter 2007 wih optimism,

We look fcrward to another year ¢ growth and
development of Lupus Capial ple.

gt

Greg Hutchings
Chairmar
18 March 2007
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The G.res of all your drecizrs noluda proma ng the
suctess of Lupus Lapital plo and your ot ve
dractors provda penaral coungel and & diferent

parspective o matars of corcar, Tha purtos
Brismaes Paag v g 85 iorm g aemnidenr= a
HSM ASEads row the areliors hive cononma! the

Gty 10 oo i SLCCRES OF ke oompany:

sed e T .arnss Fevew 10 provde an
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Business IPerformance and Financial Position
Group sales, inchuding Schlege!, were £62.940m
(2005: £7.479m} ano pre-tax profits increased ‘o
£10.013m {2005: £2.425m}, Reported earnings per
shaqo umped to 1.233p (2005: 0.593p). The figu-es for
the pericd are not directly comparable as trey include
the effect of a major acquisition during 2008.

Net debt at 31 December Z008 was £23.3m which I1s
lower than ferecast — we have generated more cash fiom
operations than expected and have used this to reduce
nel cebt ahead of schedule. Qur quid ty is good and
wa are N a streng position to consider cpportunities as
they arise.

A growing dvidend is one of owr chjectives. We are
recommend ng a final cividend for 2006 of 0.334p
{2004: 0.278p). This, togeiher with the special interim
dwidena of (1.114p per Crdinary Share in respect of the
guarter ending 31 March 20086 and the furlher Interim
divideno of 0.04& for she first haff of 2006, will make a
total dividarx! for the 2008 year of 0.497p up 21% from
the 0.4°0p paid in the 2005 year.

Gall Thomsoa Frvironmental, which operates primarily in
the oil and g3s sector has had its best year yet beating
2005 in sale3, profits, cash generation and also retum
on capital enployed, Sales increased to £8.314m
{2005: £7.479m) ana one significant now customer was
won in t~a viddle East. Operating profi: was £3.445m
(2005 £3.088m).

The nine-month comnbution from Schlegel has teen
positive, The managerment bas responded well both to
the change ¢f cwnership and 1o the ~aw direction.

Key Performance Indicators

o _ o 2008 2005
Adjusted* provit before 1ax {£000) 10,013 3.17¢
Drdoends declared {p} 0.497 0.410
Eamirgs per share (p) 1.233 0.583

"2OUS adustod o aadbock ol gocuval amersator

Principal Risks and Uncertainties
The dacline in the US housing market has been refiected n
Schiegel sates, however we have take~ acticn at Schiepel

in the US to mtigate this by adjusting stafi numbers,
terms of recruitmeant for new stall and shift patlens,

We will contin.g to be alert to the nead to manags our
rasources in a flexible way also 10 :axe advantage in any
markal uptum. Our maring coupling bsiness is usually
not atiectad by ol prices. However we think we are at risk
to some extent from the cument hgh levels, where if
ihera is a fall, there codd be a reduction in demand for
our products. In 2006 we have sgen strong ol prices
encauragng ol fisld developrnent ard the puichase of
our specialst valves, We recently saw some good
orders from a new cosicmer ir the Middle East. We have
recruiten addiioral staff to take advantage of the strong
il & gas sector.

As we grow raidly, risks associzied wih foreign exchange,
imerest rates and 1aw matenal prices all incigass. Il is
1ecognised by the baard that approcriate levels of human
and syste™a resasces are iequred o help counteract any
increase in rax. We have plans to formalise risk
management in these and other areas - see KPIs below.

Key Performance Indicators

Having acquired Schiege! in April 2008 it s importat
that we adjust our KPIs and upgrade our intemal
systems to enable us i monitor performeance and
contral the businesses.

I just over 12 months Lupus ras charged from & small
profitabls engineering busingss with 33 stafl 1o an
interational company with annualised sales of
approximately £80m and over 650 staff. We zre thersfore
reassessing our KPIs, wrich wil evolve as our business
cicvelops. Cur KPs will be part of an o~going procoss
of updating o..r business pricrities, our performance and
gk measures and also our personal obectives,

Relying only on historical financral perfor—ance can hde
the real issues in any business. Our KPIs will te both
financial and non-financiak Therg are a number of
non-inancig! KPS, weich ate innportant to the direcliors
in developing the business.

* We have undertaken prad.ctivty benchmarkong at
different sites - this ~as resulted in an improvaement in
output per hour and scrap) rates,

We am to formalise our appreach o assessing nsk n
all iuncicnal areas {eg operations, finance. cecple, and
information technology) and vill assess the likelhood
and possitle business impact of these risks.
Responsiblities will be ass gned to each key area and
we will ba forrmalising how aporopriace rigk management
information will be collected ana reported,

Relocating staff into one office has improved the
maorale at KLAW. Achievemeant of this non-financial
KPPl was important, The new product development
team has had successes with a new cryogenic
product and its reputation in the chemical sector
is building.

Group sales, including
Schiagel, were £62.940m
{(2008: £7.479m) and
re-tax profite ncreased o
£10.013m (2005: £2.435m).
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Direct(?rs and advisers

[ .l R

Executives

Greg Hutchings

Executive Chairman

Greg Hutchings {sged 60) bacame a director and
Executive Chaima immediately fallowing the Exraordinary
General Meating cn 16 February 2004, in accorclance
wiih the proposnls set out 1n the circular to sharehoiders
dated 21 January 2004.

Mr Hutchings joned Tomking pic in 1983 and held the
post of Chief Execuive or Crairman fiom January 1984
until he stepped dwn in Cotobear 2000, CGver the
sixtoen year perioel 1o 30 Acil 2000 Tomkins ple

annual prcfit before tax and exceptional items rose from
£1.6 million 1o ©473.6 million with uninterructes growth,
yoar on yodr, in eanings per sharc, Compound growh
in eamings per shere over this period was arcund 26
per cent per an~wrn and compound growih of dividends
per share was ove” 24 pe- cent par annum, In the vear
to 30 April 2000 Tomkns plc eamings per share and
dividends increased by 15 per cent.

Denis Mulhall

Executive Director

Denis Muhall {aged 55) was appointed a diractor on

23 February 2004, From 1883 to 1993 Mr Mulhall
worked alongside $Ar Huterings at Tomking pic. He left
Tomkins pic 1o join Berisford plc, firstly as Chiefl Financial
Officer ana then Chief Opearatng Officer, seaing the
transformation of 1re comezany from a shell to a market
capitalsation of £7)0 milion. Recently he was Chie®
Financial Officer at Jx‘ord GlycoSciences Pic.

Non-executives

Frederic Hoad

Non-executive Director

Freoeric Hoad (aged 67) s cumently a non-executive
director of a numcer of private companies and Aviva pic
suhsidiaries, Refore his ratirameant in 1996, ha spent

28 years at Comercial Union, whera, amongst a
numbe” of sanior posilions, he was read of Corporate
Finance, head of Overseas D vision Finance and heard
of Privale Ecuily Investment,

Michael Jackson

Nen-executive Director

Michael Jackso~ {aged 57) has a doxyea in Law from
Cambridge University and is an FCA. He was chairman
of Sage Group plc uniil 2006, having been a dircctor
since 1923, He is a director of a number of cormoanies,
including Elderstreet Investrments, Plarit Holdings,
Computer Software Groue, Netstore and MediaSurface
and is tre non-execut ve chairman of Farty Gaming plc.

Roland Tate

Non-executive Director

Roland 1ate (aged £0) is a director of Tger Copo-ate
Finance, based in Newcastle. Afler a period working in
the cil a~d gas sector, he spent gight years as an
executive and director &t thres prvate eaury investment
organisations and was appoitted a non-executive
director of several venture capital backed busiresses.
In 1997 he became a corporate financ er, working first
at FricawaterhouseCoopers, then <PMG and
subsequentty RMT, as a Corporate Finance Direcuor,
gaining congiderable excerience in mergers and
acquisitions. He is a Fellow of the Securities and
Investmen:s institute.

Secretary Registrar
Cavend sh Administiation Limited Caoita IRG Flc

The Regisiry
Company numbe* 34 Backsnham Road
2806007 Bec<anham

Kent, BR3 £
Registeraed office
Crusader House
145-167 Si John Srreet
Londen, EC1V 4R

HSBC Bark plc
8 Canzda Square

London, E14 8HQ

Auditors

Grant Thomton UK I._P
Grant Thomton Howse
Melton Street

Londen, NW1 2EP

Webhsite

Nominated adviser and broker

waww lupuscapal.co.uk
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' Directors’ report
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The directo s presant thelr annual report and the Group
accounts fcr the year ended 31 December 2006.

Review of the business

Principal octivities

The Compeny is a holding compary. The principal
activitics of ts main operating subsidiarias are the
manufaciure, supply and distribution of building
products ard of goods and senvices to the oil and gas
inaustries. The Campany's strateqy is to nuild
shareholder value through the acquisit on of businesses
wat~ patentid for development and he appl cation of
proven management skills ang systems,

Future developments

The statement by the Chairman set out on pages 20 4
containg derals of the progress of the Group during the
year logether with an indication of “uiure develooments.

Results and dividends

The Group profit for tho yoar afior iaxation amounted to
6,408,000 {2005: £1,410.000). The directors ae
recommendng the payment of a final divide~d of
0.334p per share {2005 0.278p per share} absorbing
£2,052,000 {2005 £661,000). 1his recomimendsad
dwidend is rot reflectad in he fnancial slatements, If
acproved by sharebolders, the fing) divicdend wil be paid on
28 May 2007 to shareholders on te register at 9 March
2007, The ajgregate ordinary dvidend for the year
amounts to (.487p per share (20085: 0.4101 per shara),

The Board

The drectors listed on page 6 have held office durng
the last fnansial year and in the subzeguent period to
the date of tris repon; all held office throughous the
period, with 1re exception of Mr Jackson, who was
appointad by the Board on 77 Novamber 2006.

Except for thair shareholdings, the non-executive
diractors are entirely inciependent. There were no
contiacts suessting duing or at the end of the year
in which a director was ¢ is materially interested.
The Company maintaing a policy of nsurance aganst
drectors’ and officers' liahilities.

A dascripticn of tha Board's mathod of operation, its
work dunng e year ard that of its committess, Is given
in the report on Corporace Governance on pages ©

to 10.

Re-election of directors
Mr Hutchings and Mr Mulrall ratire by rotation and,
bang sligible, wil seek re-election.

Mr Jackson, having been agpainted by the directors
since the last general meating, is subject to re-election
by shareholaers and, being slizble, will seek re-election.

Directors' interests
The direclors’ interests in the share capital, benefic ally
held, of the Company were as icllows;
31 Dacember 2006 31 Decerbsr 2206
Ordinary shares Grdmry Sharas

Greg Hulchings 26,766,666 23,750.000
Deanis Miudhall 4,750,000 2 800,000
Fredaric Hoad 533,333 325,000
Michael Jackson 858,730 —
Roland Tate 596,417 160,348

In addition, Mr Hulchinas has ro~-benefical interests in
2,800,000 shares.

The trustees of the Lupus Empoyee Share Ownership
Trust {the tesol”) hold 683,385 6/6 srares under he
ermployee incenlive arangerments described in the
circutar dated 21 Jdanuary 2004 and approved by
shareholders on 18 February 2004, Of these,
47,536,257 were allotied on 26 March 2004 and have
been allocated for the benefit o the family of Greg
Hutchings, Executive Chairman of the Company, The
remainng 15,846,418 were purchased and allotted on
4 Apil 2006.

Other matters

Auditors

In accordance wih section 285 of the Companigs
Act 1985, a~ ordinary resolution to re-appoint Grant
Thomton UK LLFP as auditors wlt be croposed at the
Annual General Meeting; this is item six in the Notice
of Meeting.
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Substantial shareholders

In addition & the holdings of certain of the directors and
of the lesot descrized abave, at the latest practicable
date befora publication of this report the Company had
been notified i, 0- had identfied, the “oliowing direct or
indirect interests comprising 3% or mora of #s ssued
share capital:

Crdnary gharas %

41,621,234 8.7
35714285 58
35,633,433 58
35,623,433 5.8
31,2259%0 6.1
Invesco Assct Manugement 27,030,269 44
Polar Cagital 23,571,428 38
bguty Parnerstio nvestment Company 22,800,000 3.7
Anterris UK Srnaller Cormpanies Fund 20,000,000 3.2

Cazerove Equity Income
Schroder Asset Management
F & C Assct Managcemont
Unicom Asset Managerent
Framlington Group

Creditors payment policy

Group oparatng companies are responsitle ‘or agreaing
the terrns and condlilions under whicn business
transactons with ther suppliers are conducteo. It is
Group policy that paymenis 10 suppliers are made

in accordance wiik all relevant terms and conditons.
Creditor days for the Group have been calculated at

34 days.

Safety, health and the environment

The Board recogniises that the highest sta~dards in
safety, healt~ and envronmental issues are an essental
pat of sound busiress practice. Tre Board is
co~mitted 1o imgreving the iTpact 01 the envronment
from any of its operat ons a~d 10 ncorpaiating e
princicies of sustainable development.

Going concern

After making enouines, the directors have a reasonabla
expectation that the Group has adeg.ate resources to
caminue in oparational existence for the foreseeatle
future and accordingly they have adepted the gong
concern hasis in prepanng the accounis.

By omer of the Soard
Cavendish Administration Limited

Compary Secrelary
18 March 2007
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The directens acknowledae the importance of the Prnciples
set out in tre Combined Code, as issueg in revised
form in 2003 by the Financial Reporting Council, and
have put in place a framework for corporate govemance
wheh it belisves is appropriate for the Company.

The Company, teng quoted on AIM, is not reguired 1o
comply with the prowsions of the Combined Code, but
has chasen to make the following voluntary disclosures:

The Board

Board comiposition

The Board comprisaes two executive a~d three non.
axectitive di ectors. Me —utchings vas apnponted
Executive Cdirman on 16 February 2004 and

Mr Mulhall has served as an execulive director since
23 February 2004, Mr Hoad and Mr Tzte have served
as non-cxecutive dircctors since Nove—ber 2002,

Mr Jackson jeined the Board as & non-cxecutive
drecior on 17 November 2006, Mr Hoad is the senior
non-executive director,

Both Mr Hutzhings and Mr Mulha!l are engaged full-time
on the Company's business and have no outsige
irterests tha! conflet wih their rasponsitrlities to the
Cormpany, Mr Hutchings is a governor ol the Museum
of London. Mr Mulhall is non-executive charman of
RingProp pic. All nor-executive direclors are independent.

How the Board operates

The Board n eets regulardy and is responsible for
sirategy, pedormance and the framework of imemal
controls. The Board has a formal schedule of maters
specifically reserved to it for decision, Responsibility

for the day-lo-day operaticna management of Gal
Themson Endronmental Limized and ihe Schiegel
companies i¢ delegated to the directors of those
companies. " © enable the Board to discharges its duties,
all directors raceive appropriate and timely information.
Tre Compary Secretary distitutes biefing papers to all
directors in advance of Board meetings. All directors
have access to the advice a~d services of the comorate
Company Secretary, wrich is raspor~s bl for ensuring that
Board procedures are followed and that applicabie rules
and regulations are compliea with, The appantmeant and
removal of tha Company Secretary 1s a mater for the
Board as a wnola. In addition, procedures ara in placa to
enAable tha directors to abtain independant professional
advice i~ the furt~erance of thewr duies, if necessary, at
the Company's expoense.

Board meetings

During the year ended 31 December 2006, ihere were
five rmeetings of the Board, Marticipation in the meetings
was as follows: Mr Hoad, four incctings; Mr Tate, four
meetings:; M: Hutchings, five mestings; Mr Mulnall, five
meetings; Mr Jackson, who oined the ooard in
Novemn&er, &t ended one meeiing.

Re-election of directors

All directors are subject to re-elaction by the sharsholders
at Annual Gereral Meetings & a maximum intervat of
three years. The Articles of Association provide that
directors appeinted by the Boaid will be subject 1o
ra-election at the first AGM thereafien.

Remuneration
Acaport on directors’ remunaration is included on pages
1110132,

Board Commitees

The Board has formed an Audit and Corporate
Covermnance Committee, a Remuneraticn Committee
ard a Nominations Cemrit.ee, each comprised of all
indcpendent, non-cxecutive circctors, The existence of
tho committeas ensures that tirme is allocated on a
formal bags to consider relevant issues.

Audit and Corporate Governance Commitiee

The Audiz and Corporate Govarnance Commiltee meets
at leasl hwice a vear a1d considers tre appointment and
lees of the external auditors and discusses the scope of
the audit ard 1s findings. The Commttes is alsc
responsitle for monilor g compliance with aceounting
and legal requirenents and for reviewing tre annual and
intenm firancial statements. "his committee is chaired
by Mr Hoad.

During the year ended 31 Decermber 2006 the Committee
held four meslings. Mr Hutchings, Mr Mulhall, Mr Hoad
and Mr Taie each attended all four meetings; Mr Jackson
attendad the one meseting trat tock place afier his
appointment.

The Aud Committee also reviews any non-audi
services provided by the auditars, Such services have
baen, and ave, limited 1o the provision of ransaction
SUPPOT services, tax complianca wok and tax advice.
Tha Committee considers Ihat such senices can be
providad most efliciently and econormically by the same
fim as that cond..cung the audr. The Committes is
satisfiedd that the provision of sich services fnes not in
any way preudice the objectivity and i~deperdencea of
the audisr

Remuneration Committee

The Hemuneration Committee considers andd approves
the remuneraton and barefis {if any) of the directors.
The Committee also detenmines the remuneration of the
directors of the Schlegel compzanies, of Gall Thomsen
and of the sarvice providers contraciaed © perform
executive functons for the Group.

The mambership and work of the Committes during 1he
year erded 31 December 2006 is described i~ detal in
the Duectors’ Rernuneratior Reoort on pages 11 10 12.
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Nominations Committee

The Neominations Commitiee identifies and no—inates
candidates for the office of director of the Co~pany.

It meets as and when reauved and is chaired by

WMr Tats, The Commitiee mat anca durng the year
ervian 31 Dacember 2008, with all four direciars then
in ofice present.

Internal control

The directors ac<nowledge that thay are responsible for
the Group's system of intermal conirels and tor reviewing
the effectiveness ¢f those controls, The Seard, ncluding
the exccutive oirectors, reviews the intemal convol
framework on an ¢ngeing basis.

Procodures havo teen developed to safoguard asscis
against unauthorisedt use or disposition and to maintain
proper accounting recerds (0 provice reliable fnancial
information both for intermal use and for publication.

In accordance with the guizance of the Turnbull
Co~millee on intarnal contrg!, the procedures are
regularty reviewed 1 Lhe light of an ongoing process lo
idetify, eval.ate ar d manage the significant risks faced
by the Company. The process ~as been in place jor the
full year under review and up 1o the date of the apcroval
of the annual repor and financial slatements,

The proced.fes are: designed 10 manage rather than
efiminate risk and can only provide reasonable znd

not absolute assurance agains: maenal msstaiement
or loss,

Relations with Shareholders

Co~murications wth shareholders are given high
pricrity and there is a regular diglogue with institutional
shareholders.

The Board uses the Annizal General Meeting 10
communicate with private and institutional nvestors and
welcomes ther participaton, Details of «esolutions o be
mrocased at the Anrual General Meeling on 16 May 2007
can be found in tra Notice of the Meeing on page 37.

The Comgany has st up 3 websile vwwwilupuscani:a.co.uk
which sharehoitiers, mvestors and other interesied parties
may access. The wabsite permits users 1o download
cocies of puclished financial repcrts, press releases ang
Stock Exchange annauncements.

Directors’ responsibilities for the financial
statements

The directors are re.scons ble for prepanng the
Annual Report and the financial statements n
accerdance with apalicable law and United Kingdom
Accounting Slandanis {Unted Kngdom Generally
Accepted Accountirg Practice).

Compary law requires the direclors 1 prepara financial
staternents fer each financial year wheh give a true and
fai- view of the state of affarrs of the company and o' the
mrofi: o loss of the company for that perdd. In prepanng
thase financal statements, the directors are required 100

select sutacle accounting poficies and than apply
them consistently;

~axe judgements and egstimates thai are reasonable
and prudant;

state whetrar applicable accounting standards have
ceen followed, subject 10 any maledal depantures
gisclosed a~d explaned in the financial statamants,
crepare the financial staternents on the going concam
casis unless 1 is inappropiae o presume that the
company will cortinug In business.

In so far as t~e dilectors are aware:

there is no relavant audt icformation of which the
company's auditors arg unawsare; and

= the directors have taken all steps that they ought to
have taken 0 make themselves aware of any relevant
audit in‘ormation and to estaklish that the auditors are
aware of that inforrmation,

The directors are responsible for keeping peoper
accountng records that discloss with reasonable
accurzcy at any time the lirancial pos tion of the
comgany and enable them (0 enstia that the financial
statements comely with the Companies Act 1985,
They ara also responsible for sa’eguarding the assets
of the company and hence for 1axing reasonabie steps
for the preventon and detection of fraua and other
iregulanties,

The directors are respansible for tre maintena~ce and
inegrity o° the corperaie 2nd financal .nformation
included an the compary's website, Legislaticn in the
United Kingdsm goveming the preparaion anc
dissermination of financial statements rray differ from
legislanon in other jurisdictions.
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The Company, be'ng quated on AM, 18 not required to comply with the Directors Remuneration Beport Regulations 2002 or the disclosure
provisons of Schedule 7A of the Companies Act 1885 and the UKLA Listing Rules, bt has chosen 1o makea the icllowing voluntary disclos.res:

Remuneration Committee and advisers

As explai~ed on page 8, the Remuneration Committee of the Board comprises all indeper dent non-execwiive directars of the Corpany. It is
chaired sy Mr =oad and is responsible for determining a~d reviewing the terms of apoointment and she remuneration of the directars of the
Company.

During the yaar ended 31 December 2006, the Commiltee et thige times. Mr Hoad and Mr Tate each attenced all three mesings; Mr Jackson
attended onz meeting. Mr Hutcings was prasent as an obsarver at three meetings and Mr Mulhall present as an abserver at two masings.

The Bemureration Comittee may utikse ndependent advice when 't consiclers it appropraza. No such advice was {akan dunng the year encied
31 Dacambr 2006,

Remuneraiion policy
The Company's policy is to pay iemuneration to ditectors &t a level consistent with t~eir responsibifities and with the scoce of the Group.

The Remuncration Commitice roviewed the remuneration of both the exceutive and nen-execuve directars during the year ended 31 Decomber
2006. It consiuded that the very consideracio expansion of thae Groug's size and activitics brought about by the acguisition of Schlogel made it
appropriate 1o increase the levels of remuneration. The decision was taken to increase the salaries of Mr Hutcrings and M Mulhall to £250,000
por year ana £195,000 per year respoctively from 1 May 2008, following the comeletion of tre acauisiton in Apal 2006, In addition, bonuses
were awarded of £150,000 1o Vr Hutchings and £90,000 to Mr Mul~all upon compistion of the acguistion.

Tre fees of 1A Hoad and Mr Tate were each increased to £21,000 per year from 1 Septernbar 2006, Mr Jackson joined the Board on
17 Noverber 2006 and is enitled 10 fees of £25.000 per year.

Service Ag-eements

Undier tha le'ms of thelr service agreements Mr Mutchings and Mr Mulhall are enlitled, in addition o (heir annual salaries, to merbership of a
private medical expenses arangement and permanent health insurance cover. They are ertiled o parlicipate kom timea to time in any bonus
arrangement 3 the Board may establish, These agreements are tlerminabie on not kess than 12 months” notice by either party.

The nen-axe:uive directors have letters of appointmant, which provide a notice perod of one morth. All direciors ars subiect 10 re-election ty
shargholders at @ maximum interval of three years.

Remuneration
The remuner ation payable in tespect of the year ended 31 Decemear 2006 was as fcliows:

Total Torat

SukyyFocs B3onus Senchts 2008 2005

o . — ey e e

Greg Huichir gs 216,666 15C,000 1,865 368,531 150,837
Denis Mulha! 155,000 6C.000 1,987 246,987 75,623
Fredenc Hoa 18,780 — — 18,750 18,000
Roland Tate 18,750 — — 18,750 18,000
Michael Jackson 3,263 — — 3,263 —_
Kowedlego . . . ___ . . ._ . . — — - . .= .. _8su
Total 412,429 240,000 3.852 656,281 263,277

The feas of N Hload wore payable to tload & Co {Consultants) Limited, those of Mr Tare wore paid to AMT up to 21 Jancary 2005 and thereafter
to Tiger Corparate Finance Limited and those of Mr Jackszn to Michael wackson Assoc alos.
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Payment of remuneration in shares

Mr Jackson and Mr Tazz agrsed on 17 November 2006 10 take payment of thair fees in shares of tre Company. "he relevan: leiters of
agreernent stated that thelr entillemeant 10 feas for the periods of 12 menths commencing on 17 November 2006 and 1 November 2006
respeciively, baing £25,000 and £21,000 respect valy, would be satsfied by the issue to them of new ordinary shares in the co~pany, the issue
of such shares szisfiad in full the obligation to make payment of the fees due for the period ending 16 Navamber 2007 and 30 Qctobar 2007
raspactively;, subect 1o the relevant aricles of association of the Company, ther senvice as directors could only ba terminated on 12 monihs’
notice from either side and they agreed 1o hold the shares issued for at lsast 12 months.

P.rsuant 1o these agreemens, 158,730 nenv ardirary shares were issued 10 Mr Jackson and 133,333 to Mr Taie on 17 November 2008, ty
reference to the ¢ osing mid-market price of the shares on 16 Novernber 2008,

Long term sharu incentive schemes and bonuses

An incentive seheme and an employee boenafit trust were put nlo place during 2004, in order to provide incenives for the executive dicestors and
employeas to acheva value for shareholders. Tre details of these were described in the circular to s~arenolders dated 21 January 2004 and
subsequently approved with amendrment at Sharchzldars' Genoral Macting.

The service agreeiments of the executive direcicrs include provision for possible cash bonus scheme amargemenis. Any such schemes will be
perormance-related and ihe level of performance bonus will be determined by the remuneration committee in accordance with ganerally
accepted practice Ta date. no such arangementa have bee~ established.

Pensions
During 2008 there were no defined cenelit pension entifletnents and no pension payments were made in respect of the direclors,

By order of Iha Boarg
GCavendish Administration Limited

Company Secretary
18 March 2007
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Report of the independent aunditors
to the members of Lupus Capital plc

|
—_JL.___ ———
We have aLditad the financial statements of Lupus Caoital pic fo- the year ended 31 December 2008, which corngxise the consolidated prolit
and loss ac:ount, the calance sheats, consoldated cash flow statement, statlement of recognisec gains and losses and the related notes 1 to
27. These fi~ancial statermeants have besn prepared on the hasis of the accounting policies set out therein,

Ths report 13 mada solely 1o the Company's members, as a body, it accordarce with Section 235 of the Companies Act 1985. Our audit wok
has been urdartakan so that we might state to the Company’s members those maiters we ate -equired 1¢ slate 13 them in an aud tors' report
and for no cther purpose. To the {ullest exient permitiad by law, we do not accept or assL~e responsitity 0 anyone other than the Company
and the Coinpany's membears as a body, for our audit work, for this repor, or for the opinions we have formed.

Respectivo responsibilities of directors and auditors
The drectors' responsibilities for preparing the Annual Report and the financial staterrents in accordance with United Kingdom law and
Accounting Standards (Uinted Kingdom Generally Accepted Accounting Practics) ae set out in the Staternent of Directors' Respons bilities.

Our responsitxlity is to audit the group financal statements in accordance with refevant legal and regulatery requirements ankd Internasional
Standards ¢n Auditing (UK and Ireland).

We report ic you our apinion as 1o whether the financial statements give a true and fair view, whether they are picperly prepated in accerdance
witr tho Goroanies Act 1985 and whcther the infor—ation given in the Drectors' Roport is consistent with the financizl statements. Wo also
report o yaul i, in our opinon, the copary has not kept proper sccounting records, If we have not received all the information and emplanat ons
we recure for our audit, or it information spacified by faw regarding diieclors' remunaration ang ofher transactions is net disclesed.

We read otha- inforrnation co~tained in the Annuat Report, and consider wrether it is cons stent with tne audited financial staternents. This other
inormation compyises only ine Directors’ Repost, the Charman's Statement and the Corporate Governanca Staternant. We consaer the implications
for our repor: if we become aware of any apparent misstaternants or matenal incensisiencias with the financial staterments. Our responsibil ties do
nol extend o any olher nformation,

Basis of audit opinion

We cond.chied owr aunit in gccordance with Intsmanonal Standards on Auditng (UK and Ireland) issued cy the Auditing Pracuces Board. An aucit
includes examination, on a test tasis, of evidence relevant to the amounts and disclosuwres in the group “nancial statements. [t also includes an
assessment of the sgnficant estimates and judgments made by Whe directors in the reparation of the group financial statements, and of whether
the accounting policies are appropriate 10 the group's ana comoany's circurnstances, conaistenily applied and adequalely disclosed,

We planned and performed our audit so 25 10 otitan al the information and explanations which we considerad necessary in order to provide us
with sufficient evdence to give reasonable assurance that the greup financial staiements are free from maternial missiatement, whether caused by
fraud or cthe- imegularty or error. In formirg our opinion we also evaluated the overall adeguacy of the cresentation of informiation in the group
fina~cial statements,

Opinion

In our apinion;

+ the finarciill statements gve a true and fair view of the Group's a~d Company's affairs at 31 December 2008 and of the profit of the
Group {or ‘he year then ended;

+ the financial staternents have been properdy prepared in accordance with the Companies Act 1885, and

+ tha informeiion gven in the Directors' Repon 1s consisient with the financial staterments for the year ended 31 December 2006,

Grant Thornton UK LLP
Charterad Accouniants

Req stered A «ditor
Londen
13 Maich 207
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Consolidated profit and loss account

For i~e year e~ded 31 Dece~ber

f
1
}

ffurnover . = continuing

. - acquisitons

|
s° of sales
T r
lGross profit |
! o
Administrative expenses
.- excluding goodivll amortisation
- gocawill amortidgion
| otal adminstrativil Cxpenses

bperating profit, - continuing
' - acquist ong

i I
ritarest recevab¥e Bnd similar income
nterest payzable ard simiar charges

Profit on ordinary activities before taxation
!

axation )
Profit on ordinary activities for the year

[
}Eamings per sharg' - basic and dil_ted

Nola

[S% 3]

[ ]

£'000
9,314
53,626
62,940
{22,434
40,506

{28,960)

(28,960)

3,445
8,101
11,546

501
(2,034)
10,013

{3,605)
6,408

1.233p

2005
oo
Fuslded

7479

7.478
(2,213

5,266

(2.180)
(741

(2.921)

2,345
2,345
316
(226)
2,435

(1,025)
1,410

05934
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Consolidated balance sheet

As at 31 December

- ——

r
|
|

hxed assqts
tangible assets
angile ashiets

Current assets
Etocks andwork- n-progress

Biors

forred ta,
Cash at bark and In hand
] .
!

' : .
Creditors: amounts falling due within one year

£Net current assets

{
Total asseis less current liahilities

lCreditors: amounts falting due after more than one year

tProvisEons for liabilities

Pension scheme liabllity

llﬁlet assets

F A

Capital anc| reserves
salled up siera capial
hate prerifim account
erger resefve

ofir and fots account
Equity shateholders'funds = = .

e e e

 New

"
13

15
16
18

17

18

21
27

25
24
24
24

£000

72,832
13,123

85,955
7,306
15,210

6,067
9,738

38,411
{20,237)

18,174
104,129
(28,995)

(1,868)
(3,290)

69,976

3,083
45
10,389
56,439

_ 89,976

2005
Retlalesd

9,949
443

10,382

331
2,965

2,654
§,95C

{1.915)
4,035
14,418
21}

14397

1,188

10,389
2.82C

14297

R
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Company balance sheet
As at 31 Decembtr

Fixed assets
vestmets

Current assets
btors 4
Cash at ban< and |n hand

Creditors: amounts falling due within one year
INet current assets

|
Total assets less current liabilities

Creditors: amounts falling due atter more than one year
Netassets
Capital and reserves
Dallect up share capital
SMre premium aceonnt
arger reserve
+ofit and loss acobunt

Equity sharsholcers' funds i

[ D

['i'he financial slaternsents were approved by the Board on 18 March 2007,

IGreg Hutchings *
harman

Denis Muthall
irector

|
|

Notz

4

17

23

24
24

2006
£'000
74,100
74,100

1,601
5,270

6,871

(4,035)
2,836

76,936

{7,876)
69,060

3,083
45
8,920
57,012

69,060 _

2005
bl BV

25100
25,100

5
5,065

5.084

(3,718}
1.346

26,445

(7.876)
18,570

1,188

B.820
8,482

18570
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Consolidated cash flow statement

For the yeer ended 31 Dezember

Gash inflc,.:w from operating activities

riierast reqived
rierest pail

sash {outfi{w)dinfiow from the servicing of finance

ax paid
[}
(lnvesting activities
fAcquistion, ret of cash acquired
Schlegel debt repaid upon scquisition
Froperly, pharl and equpment
Net cash nutflow from investing activities

Equity divichinds paid
Net cash 1:outflow)linﬂow befare financing

Financing
Jssue of shzres, ret of costs
apital elemient of finance leases
nk 1oan, et of costs
PBepaymentof long tem loans
;Nei cash from financing activities

Increaseineash
- = - *"""_" T T T/ T TSI T
Cash flow:s from operating activities
; rating p'ofi
i !
epreciaiion

rtisator cf goodwil
Movement B inventoes
Movement iin recavables
Movernenl § payables
f y
!
|
|

2008
£'000

16,926

501
{2,034)
{1,533)

{2,050}

(47,408)
(40,281)
(964}

{88,653}

{1,234)

(76,544}

61,663

(112}
34,734
{2,500)
83,775

I N

11,548

1,669

1,698
1,394
619
16,926

£000
2,764
316
(225)

Tal
¥

(8086}

8] | l(;)'

L. 1005

2,345

58
741
{85
{642)
342

2,764
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Consolidated statement of recognised gains and losses

Fer t-e year erded 31 Deceber

!

|

| .

E’rofit for the fina~sial year
ranglation differey ;ce

Actuarial gain

Peferred ax

Tg_ta;il_@gogqis;e;g_jiains for the year ‘

£1000

6,408
(1,651}

{219)

AL

Consolidated statement of movement in shareholders’

For the year ence 31 December

|
| ¢
fotal recognisad géins for the year

Pividends paid on prdinary shares
|

pering sharenoklers’ ‘unds
Plosing sharetiaidyrs’ funds_

Ehares issued netf costs

£000

5,160
{1,234}

3,926

51,653
14,397

69,976

005
fuo
Hegta.ed

1,410

- 1410

funds

7008

1410
(847}
489

13,628
14397
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Notes to the Group accounts

=2
[~

1.7

1.8

S

Accuﬂﬂing policies
Going} concern basis
The firancial statements have been prepared on the geing concem basis,

I
Acco inting convention
The fisncial statiements have been prepared i accardar ae with applicable UK accounting standards (LK GAAP) under the hsioncal
cost gprvention

The consclidated fnancial staiements delivered to shareholders for the year ended 21 December 20056 wee precared :n accordance wih
Intematicnal Financial Reporting Standards (IFRS) UK GAAP differs in some respacts fro IFRS. The relevant diferenca is as follows:

Lrder MRS, he requrerrent to amortise goodwill was replaced by an imparmnent review of the value of the Company’s investments.

The diectors conducted an i-pairmert revew andg concluded tha: the vaiug at whica Gall Thomson Envirenmental Limired (Gall Thomson)
was slatod in the Company's balance s~oci at 1 wanuary 2004 and the value a. which KLAW Products Limited was staed in t~¢ balance
sheet +f Call Thomson at 1 January 2004 were not greater than tre resi sable values of thoze investmerts, ~“herefore the camying value o
goodvlel undar FRS was the valug as at 1 Januzry 2004 a~d no further rowsicn was mads against that valus,

Under' LK GAAF the Board considered tre useful econcmc lifs of gooswill ana concludsd that the goodwil has an incefinte usefu life ano
resovéd that a~ortisation should £a discontnued under UK GAAP with eflect from 1 Ja~uary 2008,

Ihe agtounting polic es set owt belows are net signficanty charnged from thouse used under iFRS m the Lrior year, excers, as identited balow.
|

Basis of consolidation

The Gioup financial statements consolidate these of the Company and its subsid ary undertakings {see note 14} arawn up 16 31 Decemiber

each ybar, usi~g the acquisitio~ method o accounting, The results of subsidiary undonakings are incliuded f-om e date of acq.isition to

the dale of their disposal.

Goodwill

Goodwill asising from an acguisition of a subsidiary undertakang is the difference betwaen the fair value of tha consideration paid and fair
value dl the identifizble assets and liabilites acquired. it 18 capitalised and caniec at ula~omsed cost and subject 1o an anrual impaiment
review. |

Investnents .
Investirents in subsidiares are slated at cost less any provision for any permangnt diminution In value,

Turnover
Turmovgy epresents the value of wark completed, and amounts receivachks for goods nd services provided o custormers during the year
net of VAT and cther sales related taxes. Tunower is recagrised on custamer aczeptance of gocds.

Tangitile fixed assets and depreciation
Tangiblés fixed assets are stated at cost less depreciaton. Decreciabon s provided on ali assets axcept freehold land at rates calculated to
write cff the cost less esumated mesdual value of each esset on a straght-lra bass over s expecten usefd e, at the foliovang arnual rates:

Frochold buldings 2%
Leasehidld improvernants 26%
Fixtures. fitings and eqguioment 5% to 20%
Plant ar'd machinery 7.5% to 35%
Motor wiricles 20% to 25%

The canyirg values of tangible fixed assets ars reviewed for impairment period cally if everts or changes in croums-ances indicate that the
camying value may nat be recoveracle.

Leasing
Where e group enters into a lgase that transters substantally all the nsks and rewards of ownarship of an asset 0 tme lesses, the lease is
treated Jis & finance leasa. The asset is recorded in the talance shest as a tangible fixed asset at the present value of the minimum lease
payrnens and is depreciated over the shoder of the lease lerm and the asset's usaful economiz ife. Future nstalments under such leases,
net of firance chargss, are included in creditors. Rentals payable are apportionec batwesn the finance element, which is charged to the
profit and logs azcount at a constant rate of charge on the balance of capital repayments outstancing, and the capital element, which
reducegiihe oustanding obligation.

Rentals rayable under cparating leases are ¢rarged 10 the profit and loss account on a straighl-lne basis over the lease e,
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1 9 Stocks and work-in-progress

Stocks and viork- neprogress @e valued at ve lovier of cost and net realisatie vakee. Cos- s determined on a purchase cost bass,
Waork-in-progtess ncludes materials and labour costs and an appropriate proportion o overneads ncumed on uncompleted contracts at
the year end,

.10 Pensions

Defined con'lribution pension scheme
The Group ofberates defined contibution pension schamas vathin Gall Thomson Envronmental Limited and Schlege! Building Products and
contnbutens gre charged to the profit and loss account as incurred.

Ll

Defined benefit pension scheme

Add ticnally, vathin Schlegel Buld nq Producs. defined berefit pension amangame~ts exst. 3cheme assels are measured at far values.
Scheme liabilties are measured on an actuanal basis using the projecied unit methad and ors discourted at apcropriate ~igh quality
corporate bolkd rales. The ner suplus or defict, adiusted for deferred tax, is preserted separately from other riet asscts on the calance
sheet. A nat nurpl-s 1s recoqnised only to the extent that it is recoverablo by the group.

Tha curent 3=rvnoe cost and cests from settliements ano curtalments are charged agarst operabing crofit, Past servee costs are spread
over the percd untl the benefi ncreases vest, Inierest on the scheme laciiies ad the excected “etum on scheme assets are included net
in other firands costs, Acuzna! gaing and losses are rgported in the staterent of total recogn sed gains and losses.

1.11 Deferred taation

Dslarred taxalion is racognised i respect of all tming differences that hava originated but not reverseg at the balance sheet date where
transactons Cr events have cccuned at that dzte that wil result in an obligation to pay ore, or fight 1o pay less or 1o «eceive mere tax, with
the folowi~g exceptions:

Provision i m'ade for tax on gains ansing from the revaluatio~ (and similar fair value zdiusimernits) of fixed assets, or gains or digposal of
fixed assets that have been rollez over inte replacemeant assets, only 1O the exent that, at tne bala~ce steet date, *here (s a brding
agreement to Jispose of the assets congamed, Howaver, no provision 1s made where, ¢~ the basss of all avalabie evdence at the balance
sheet date, it 5 more likely than not that the taxable gan wil be rolied over inio replacernen: assets and charged tc tax orly whare the

~ replacement agsets are sold.

Deferrad tax a'ssets arg recognised only 10 the extent that the dlirectors consider t~at It is mgre likely than not that here wii be suitable
taxable profits:from whic~ the future reversal of the undedying timing differences can be ded..cled.

Defenred tax I§, measured on an urdiscounted basis at the tax rates that are expecied 10 apply In the periods in whieh timing differences
reverse, basee] on tax raes and laws enacted or substanuvely enacted at the balance sheet date.

1.12 Foreign cum:ncies

Transactions ir foreign cumencies are recorded at the rata nuling at t~e date of tha transactor . Moretary assats and liabilities deno™nated
in foreign currencies are retranslztad at the rate of exchange nding at the calance sheet data. All differences are taken 1o the croft and 85
anco.unt, Fowgrd ‘nreign cLrancy contracts are recognisen Al the exchange rate pravaling At the time of securing tha contract.

The results of ipverseas comparies are ranslatad into stertng at the average rates d.ring the period end the balanca sheets at the rate
dirg at the balance sheet date. Exchange differences on borowangs used 1o finance the group's investment i~ overseas operabions are
reportes in tha'staterment of gains and losscs.

1 .13 Financial insiruments

Financial asscts and liabiitics arc recogrised or the Graup's balance shoet when the Group bocomes & party to tne contractual provisions
of the imstrumant. Finarcial liao ities and equity instruments are class fied according 10 the suostance of the contracrual arangements
entered nto.

Irade receivaclys are stated al ther nor - nal value 88 reduced Dy apuropriate alowances {r estimated imecoverable amouunts. raude payables
are staled at tFeir norrinal amaount,

1.14 Share-based payments

Al share-based’ payment anrangements are rscognises in the finarcial stalaments. The groun operstes an ecuity-settled share-based
payment plan iy remuneration of its employees. All employee services received in exchange [or the grant of any share-based paymeni ae
measured at 1'5ir fair values. All share-cased peyents are Jlt mately recognised as an axpense in profil or 1088 win a corespondirg
credit to the pritfit and loss reserve, net of deferred tax wree applcable.

[
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Recm\\ciliation between IFRS and UK GAAP

Tha rastaternents required by the changes in the basis of preparation from IFRS to UK GAAP, as set out in note 1 above, are as follows:

(@) Prefit after taxation

Profit lor the financial year, as previously stated under IFRS
Amorilsation of goodwill

As rapbrted under UK GAAP

\
{b) Nel assets

Openirg net assets, as previously stated under IFRS
Amortization of goodwill

As rep:?rted under UK GAAP

F. Turnovat and operating profit

|

Sales
Other chrating income
Cost of sales

Gross grofit

|
Adminigirative expensss

Operatil?g profit
Add cartk: goodwilt amoriisation

Cperating profit cefore goodwdll amortisaton
Turnov"ar by destination

Urited Birgdom

Olher E¥ropedn countngs
Arnericds

Rast of ’he World

Total

Operating profit is stated after charging

Deprecitition of tanghle assets - owned assets

Deprecittion of leased assels

Amortisation of gooawl

Cperatirg lease rantals - 1and and buldings

Fees paable 10 the compary's auditors for the audt of the g-oup accounts

Fees pa‘.b'aole "0 "he compa~y's auditars o thet assccates for other serwces
- audit ¢f The company's sudsidades

- tax, géneral advice and corporate finance services

Foreign (fxchange(profit/loss

At 1 January 2006
£000

15,878
{1,481}
14,397

2006
£'000

62,835
105
(22,434}

40,506

(28,960)

11,546

1,623
46
846
66

121
187

58

Year ended

31 December 2005
£'000

2,151

741)

1,410

Al 1 January 2006
£'000

14,668
{r40)
13,928

990
3,839
1,291
1,359

e AT

57
1
741
86
26

10
14
.59
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Segmental analysis

Cost of saled|

Gross profit
Admipistrative_cXpenscs
Operating preft
Netasscts

r
3.
!
|
Revenug
i
|

Employees

ACCLE bong
Schiege

{8 months!
2o
53,626
{'9,602)
24,024
{26,923

810

_.4B844

The average (panthiy number of employees (includng directors) of the Group duricg the “nancial year was:

Administration.
Salas

4.

i

I Number of imployees
f

i Cparatons

Employmeni costs

i
Wages, salariés and Invoiced fees
Social Security' costs
Qther pensioncosts

Remuneration

Employment ¢osts of these emplayeas aunng the year ware as follows;

’ . ‘ Salary/Foas
i g

Greg Hutching's 216.666
Dens Muhah 155,000
Fredenic Hoad ! 18,750
Rotand Tate 18,750
Michael Jac<sgin 3,263
Konrad Fegg —
lotat 412.429

v
fi

The remuneraton payable in respect of the year enced 31 December 2006 was as follows:

Borns

Iy
1£0,000
80,000

220,000

3852

AN
Lupus Gicun
1?7 mopmsh
00

0,314
(2.832)

6,482

3037

3,445
=2z

2006
Number

2006
£'000
14,878
1,809
395

17,082

The Group matie ro contributions towards the personal pensicn arrangements of directors cr employees in the year ended 31 December
2008, Contribittions to pensicn schemes for employeas of Group suosidianes are further described in note 22.

Total

2006

£
368,531
246,987
18,750
18,750
3,263

656,281

The fees of MrHoao werg payatle to Hoad & Co {Copsultants) Limited, trose of Mr "ate wera pard to BMT up to 21 danuary 20C5 and
hereafier tn Tiger Comparate Finance Li—ted and those of Vi Jackson 1o Michas! Jackson Assooiates.

“oral

[APE]
62,940
(22,434)
40,506
(28.560)
11,546
AL

weIoE s DIl

2005
Nurmbxer

15

18
33

ol |
2005 |
£
180,837
75,623
18,000
8.0

M7
283,277
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Intemsi receivable and s:mtlar income

Rank ut eresl recevable

Interast payable and similar charges

3
On baiik loans ana overdrafts
On fingnce lsases

Taxation
a). Adlysis of the tax charge in the year.

Taxatiay bases on the result for the year:
UK Corporation tax on orofits “or the year
Adjustrsent in respect of pror year
Oversgks tax

Tolal ciirenl lax
Delerah tax
Other tems

Total for the period

b). Factors afecting the 1ax charge i~ the year:

£000
501

£000

1,862
172
2,034

2006
£000

1,061

{1)
1,522
2,582
974
49

3,605

The tax, assessed for the year differs from the standard rae of tax in the UK (30%). The diferences am explained balow:

Profit/{lgess} on crainary actmties before texatcn

Rate of corporaton 1ax in the UK of 30% (2003: 30%;
Effects i,

Expensks not dodustiple for tax purposcs

Prior yayr adjustment

Oversetis 1ax -ates

Timing diffiorence on goodwill cligile for tax rolaf
Gooadwl| a~ortisatio

Other tims

Capital llowances in advance of depreciation
Current tax for the year o

c). Fa cu)rs that may affact future tax chagas:

A deferrf;u lex assel has been recoynised as fulloves:

Opening balance

Acquisiipn

Fair vaius adjustments

Charge 'p prcfit and loss accourt
Chargs ‘0 recogniseq gans and losses
Transfer lo cutrent

BGalance gt 31 Dacember 2006

2006
£'000

10,013
3,004

6
{1
117
{519)

{25)
2,582

£000
(19)
(384)
7,693
(974)
{219)
{20)
6,067

£o0
316

£000

78
148
226

e

1,008

1,006

19
1,025

2,435

731

210
53
12

1.008
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10.

Taxation ccnplmued
The deferred fax asset & 31 Decernber 2006 1s mads ue as follows:

Defored Dofer-ac Asset Oclomen
. At - perrion iasity “otal
! £1600 060 £o06 £000
Dpening balance - — {18) (16}
Acquistion 164 e {548} (384)
Fair valiie arjustments H,645 2,08 - 7,653
Charge o proifit and loss acocount W83 {522} 31 {o74)
Charge 10 re¢pgnised gans and losses {20, {216) 17 219
Transfer {0 cuprent ] {31 — 1 {30
5275 1,310 {518} 6.067
The defoned Jax balance and moveme~ts in 2005 were antirely on the hability ancourt.
The amounts of defered 1ax rot recognised are as faliows
2008 06
£'000 £000
Tax losscs 1,558 1,588
Capital lossed: 2,028 2,028
3,586 3,586

There are estinated tax logses of £11,854,000 (2005: £11,954,000) within the Group, corr prsing capital losses of £6,760,000 and otner
tax losgas of §15,194,000. As the future use of these losses is unzartain, in accordance witr the Group's azcountirg policy no deferrad tax
asset has bedn recogrised n respect of them,

[
Profit attribwtable to the members of the parent company
As parmitted iy section 230 of the Companies Act 1685, the carent compary’s profr and loss account nas nct oeen included in these
accounts. Thq; prafit dealt with In the anco'.nts of the pare~t co~pany was £71,000 (2005 £839,000).

Dividends
2006 005
' £000 £000
Divicends refigmed in the financial statements:
M~al dividend lor the year 2005 at 0.278p per share (2004 0.264p) 661 cav
I~terim dimiderids at C.114p per share and 0.049p per share {2005: 0.132p) 573 314
1,234 €41
Crvdend not sifiected in the financal statamenis

Proposed final divdend for the year 2008 at 0.334r per share (2005 0.278p) ) 2,059 561

Earnings per share
The calcJatior of basic eamings per share is based on he profit after texation for the financeal ysar and on the weightod averaga number o
shares in issug: guring the year of 519,845,767 ordinary shares of 0.5p (2005: weigrted ave-age 237,686.288).
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lntang?ible fixed assets
Intangille fixad asse's comsnse gocdwill arisg on consckdation of Gall Thomson Eravironmentat and the Schlegel comacares.

Goodwlll erising
on consolidstion

Cost: )

A1 Jghuary 2006 14,393
Acquiistion o Schiegel (sse note 12) 62,892
At 31 [December 2006 _ . _ 77,285
Amort(sation

At 1 Jahuary 2006 - as prevously stated 2,972
Restat¢rmen: [see note 7) 1,481
As restited 4,453
Chargs for the year ' -
At 31 Decomber 2006 =~ o e A - 4,453
Net beok value:

At 31 December 2006 i _ .. 1283
AT Javary 2005 9,940

The directors have assessed the expected usefd Ife of goodwil ansing on tre acquris tion of the Schiegel cusiness and e-assessed the
usefd e of goodwl ansng from the price period acq. siion of Gall Thomson. In both instances they consider the goochdll has an indefinite
useful Ife and should not be amortised. They have performed impaimment reviews to &ffr~ this - the Schleget busi~ess baing an entercrise
that nag' existed for many years using in house proven echnolegies and manufact.ring methods to service customers ard Gall Fhomson
pre-emihent nits field of expertise,

Thiz is e’ departure from the Comparies Act 1885, paragraph 21 of Schedula 4, for e over-nding purpose of giving a true and fair view of
the Gronp's results for the reasens outfined atove.
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The acquistitn cf the bosiness of thg Schiaget Buiting Products division was completed cn 4 Aprit 2006. Tre acquisiton wes ‘unded by
the raising of £53 ~illon by way of a placing and open offer of 378,571,429 orainary shares In Lupus &t a- iss.a pnce of 14p per shars
aned by a nevy dety *aciity comprising a term loan o* £35,000,500, ane a muticurrency revohng loan facility of £10,000.000. In order 1o
process the Hequisiton, a new subsidiary of the Compary, Schiegel Acquisticn Haldings | mited (SAH], was formad and the ralevary
hugirass wad brough? togatner within SAH.

Based on iis lrading during the mine months ended on 31 Deceber 2006, SAH zontnbuted & consolidated net profit of £3,864,000 to “he
consolidated.net orofit ¢f the year.

The acquisticn of SAH had the following affect on tre Group's assets and kabilites:

Far vol Ponoral
Book vale austme-ts Fex vauss
) £000 £000 £000

Met liabilitias acquired:
Mxed assets ' 14,406 (138 14,328
Stocks 10,501 {1.065) 8,436
Debtors . 14,51 {54) 14,4804
Defarred tax {isset — 7.857 7,857
Cash at bark. /86 o} 786
Creditors dua-withi~ one ygar {51,276) (2.047) (£3.263)
Craditors afta: cne year {578) o} 1578
Provigions 0 (2,029) {(2,029)
Deferred tax (5) {42) {b48)
Pensicns H,11) 0 (5.141)
i {17,170) 2,472 (14,648)

Net cash paid:
Cash 44,862
. Apquisition cdbts 3,532
Less cash actjuired ) {786)
Net cash ; 47,408
!

Goodwill on acquisition
Net labiities abq.ired *4,698
Cash purchagp 441,662
Acquisition casts 3,532
62,892

I~ the last full {nancial yaar ended 31 December 2005, the Schiegel business had salss of £69,283.000 and & pre-tax profit of £3,801,000.

Fair values have been assessad on 2 provisional casis pe~ding firaisation of the rat onalisati>n ¢° group accounung procedures, wihrch
cover a numbir of difierant reporting regimes throughout the world.

The adjustmert agai~st siock recognises a number of obsolete anki slovs moving tems against which the directors cons dered there was
nadaquate privisicn. Creditors have been increased to accourk “or estmates for ometeo labilties and for commitments mace by the
vendor compahy which had nat been crovided for at acquisition. Provisions have baen made for rg-structunng plans that existed at
acquisition andl for lease obigations that are o~ergus o the group. Deferred tax has been provided on all of the above, as applicable,
and on purchdgec goodwill where a tax bensiit will be obtaned against future taxable proits.
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4.

Tangible fixed assets
Group,
I “rochok
' wand and Plant ardl Wotor
Lukchrs et vt kg Total
) £ £ £020 2006
Cost
At 1 Jgpuary 2008 292 ar7 1 780
Acquiglion o° subsiciary 1,782 12,538 - 14,328
Additons 170 879 15 1,064
Disposils —-— 113 8} {127}
Excharge movernents {80) (808) — 978)
At 31 December 2006 o N 2,174 12,881 18 15,073
Depre:iation
AT January 2000 a5 284 3 337
Charga!for the year a4 1,681 4 1,668
Oisposiils - ("2 {7 (18}
Exchanje movements ) 2) (35, — {37
At 31 December 2006 . . L otz 1818 § 1950
Net baok value
At 31 {Jecember 2006 ) 2047 1063 13 13123
A Jauay 2008 L L AU L DU .
Includet] wilhin plan! ang machnery are assels held urder lrance leases with a nel took value of £688,000 (2008 Ll
Depreciation charged on those assats dunng the year was £45,000 (2005; £,
Fixed jisset Invastments
. Campany
Investments in
subsidiaries
i £000
Cost
At 1 January 2006 25,711
Additiors 49,000
©oTT T LT ILSTT T L T . mae - Tam e w7 emre e T T - s TR A T a e T e T L I . T T e T (s S e
\ 74,711
Provisians
At 1 January 2006 and 31 December 2006 o . ) . - 61t
Net book value
At 31 December 2006 ] o . . o o _ 74100
AT agmy 2006 3

inthe o;i%nton of the drectors, the aggregate value of the Company's nvestments 1 subsidiary undertaki~gs is not less than the amount
inchided n the palance sheet,

i
t
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;14 leed asse! investments continued
Investmenis in subsidiaries

opeate n Filgland:

Gall Thomse" Environmental Umited
KLAW Products Limited®

QOctoi Groug Limited

Lupus Capitéd Manage:mert L.mited
Schlegsl Acguisiton Holdings Lmtea
Schlegel UK {2006 Limited®
Schlegel Sygle ~ Inc*

Schlegel Py L'miad*

Schlegel GmaH*

Schiegel BVE}A‘

Schieget SAL*

Schiege! Talgna SU*

*held oy a su':)sidlary

a5, Stocks and work-in-progress
Group

Raw mate"ials‘ and ¢onsumables
Work-in-progress
Fimished goods

;

'
Ao - - R - J—

l16. Debtors

Trade dectors.:

Armounts dug rom subsilisy undertakings
Other ceblorg,

Prepayments (ind accrued income

(see noie 7.

7. Creditors: arvounts falling due within ane year

- g

b

Tradle crediors
Bank ioan |
[M~ance laase noligations
P Amounts owed 1o group uncertakngs
l Coreoration ta)
i Cther wxes artd social security costs
Accruals and geferred ncome

ok . - - - S
b — - - - ———

t

USA
Australz.
Germany
Belglum
ltaly
Spaun

Qroup
2008
£'000

12,277

1,051
1,882

15210

Group
2008
£'000
7,016
4,938
156
1,453
272
6,402

20,237

B
I
S S

oL
005
£020

307

!
1C2
a7

186

Detals of ther orinzipal subsicianes of the Group are as folows. “xcept where otherwise inaicated, they are wholly owned, ncorporazed and

HNeture of busress

Qil services

Irdustial souplngs
Investment compary
Manzgernent servicas
Holding company
Building products
Building products
Buiding products
Building products
Builging products
Buicing products
Bulang products

£000
3,019
1,023
3,354

7,396

Company
2006
£'000
1,601

1801

X6
£0on

194
125

331

2

Lo

ol ol

S e

Company
2006

E'000

i
The deferred i asset of £6,087,000 arises on the acqustion of Scrlegel and is anticipated 12 be wecovered afer more than one year

Cor jaty
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[18. CredlE)rs: amounts falling due atter more than one year

e g

1 Group Group Company Company

. 2006 2006 2006 2005

£1000 200 £'000 €005

Bank 1pan 27,296 o - —_
Finark  lease obligatiors 334 2 - —
Detemis taxatcn - 19 - —
Other preditors 1,365 — _ —
Loan rotes owed 10 group undentakings - — 7,876 7,876
o o L o . .. 28,995 i 21 7876 7878

iR - = T E= B e BET O

. Borrawings

The Gioup took o4t loans totalling £35,000,000 from Bank o° Scotland and HSRC i connection wit tha acquis tion of Schlegel, of which
£30,000.000 was a long er~ loan and £5,000,000 short ierr. A repay~ent of £2,£00,000 has baan rmage,

A furthsr revolving credit faciity of £18.000,000 was made availeble by the banks, but no drawings have been made under this facility at the
balancy shee' date,

R Lo == R o= o -

Srovp Cormpany

£000 £00C
Amcuris taling due:

Within bne year 5,000 —

Betwetin cne and two years 5,000 —

Batwe¢n two and five years 22,800 —

3 32,200 —

Lass: i:;sue costs {z€E6) —

! 32,254 —

Luss: dinounts fallng due withi- one year (4,528 —

27.2¢8 ] —

Bank lzsns and other bormowings are secured on the assets of the Schiegel Acauisition Heldings Sroup. |he prncipsl companes witrin the
gouo have also provided cross-guarantaes to the Group's bankears i~ suppert of all bank loans and borrowings,

Borrovring facilities

In additon to the above, t~e Group had un-trawn commiian nudticurrency loan tacites at 31 Decemgar 2006 in respect of which alt
conditid ns precedent had been met of £8 508k,

All facillfes expirg n more than wo years but not more than five years,

Financial liabilities repayment detail
The finapciat laifities of the Group are repayatle as follows:

Bank Loans France
and ovardkafts leases Total
I 000 - £mo £000
Amounts falling due:
Within ¢he year 4938 156 5,004
Betwest) one and two years 4,938 155 5093
Betweall wo and five years 22,358 17¢ 22,637

32,234 450 32,724
- ==L =it

f
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[
?0.

o e e e

Moatrg ‘ata Frad rra

i Haatwdtios lat#tes “otal

! €00 £000 E000

Sterling 32,234 2 32,938
JS dollar " 2 o

. Euo : o 8 o
s RC a0 32,780

. Interest rate risk of financial assets

- Foreign curr¢ncy risk

r——

Financial instruments: risk profile

The Group's pnncipal financial instr.ments d.ring the year comprised tank loans, financs leases and cash and short-tem 0eposits.
Tha Group hés various other financial instruments such as racde debtors and tade crediors that anse diectly from its sperations.
No trading in financial instruments 8 undertaken,

e e ————— e

The Boartd eviews and agraes palces for managing each financial ingtrume~t sk and they are summansed Delow, The disclosures in this
note exchide mormation refati~g to short-term dabtors and creditors, excent relating ta eracit nsk and foreign cunency nsk,

Credit risk

The group's credi risk s prarly atinbulable 0 ts tade debtcrs. The amouris resenied r the calance sheet arg net of allowances
for doubtful distors, estimated by the Group's manageme~t based on pnor expenance and ther assessment ¢f the current ec2nomic
anvirorment. |

The credit risk on higuid fu~ds 1s rited because the counterparties are ieputable internal onal barks,

Liquidity rislt
During the yeir ended 31 Decernber 2006 the Group operated witran ils borrowing “acilites. The Board continues 1o keep the hauidty
positicn under review.

Interest rate risk profile of financial liabilities
1he detalls of he Group's labiities are set out in Note 18, |he inerest rate profle of the Groug's financial fisbiities as at he 31 December 2206
was as tollowd):

[ 4 . - - : e mm = - . - [

The interest rale o~ the floati~g rate ba~k loans 18 Inked to UBOR. The Compary has taken out an migrest rate swap agreemsnt. |
This agreemeatit s effective from 4 October 2006 and covers the period through to 4 October 2008, the economic effect of ths swap !
agreemant was 10 Tx the interest -ate for the tormowings covered,

Coveran Swap

Foalryg “ale by Morest Bred

Boros Nge &S 6w rale

4 ) E60 e %

Sterling . o 32284 3223 623

The weightea average interest rate on the fixed fnancial labites s 2.9% and weighted averzge rerest period is 3 years,

The Board perodically reviews any exposure the Group may have to interest rate fluctuatons. The weighted averags inferest rate reseived
on depcsited funds was 4.5% cunng the penad

At 31 Dacanier 2006 the following balances wera held by subsidiar s in curencias otnar than thar local curency:

2006 +005

£9000 £000
Debitors - US delars - 436
Debtors ~ eures (sold forward) 437 —
Cash — US ddllars - 15
Cash-euwgs - 60 —
Creditors - USidollars - {30)
Creditors — eutps g —

The Group kedps under review tha extent of its exposure to currency fiuctuations and “akes such megsures as may be apgropnate to
minimise the riik involved.

Fair values
The direcions ¢hngicar thera 1o be na rmatenal differe~ce cetwean the book vaue arg far vake of ine Group's fnancial mstrumenis N edher X
Gnancial year,
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21. Provisions for liabilities and charges

|

222 Defined benefit pension and post retirement benefit schemes

22, Penslons
22.1 Definpd contribution pension schemes

: Restucturng Total
M gonn £000
Re:st!yctuing, on acquistion of Sc-legel 1868 | 1868

Defer:'ac taxation is disclosed nnotae 7. The re-siructunng provision is In respect of .an amangement co~mitted to by =3 venador grous prior
1C acqdListion,

The Gloup uperales a number of defined conirdbution pension schemes, |he assels of which are helo extlernally lo the Group n separals
trustett administered funds. The costs of the Group's defined conirbution pensicn schemes are charged ic the profit and loss account in
the period in which they fall due.

Schietiel operates a defined tiensfit pension scheme and pest-retrement healthc.arg schema in the USA, Ar actuana! valuation was
perfonred on the 31 December 2008, and full actuanial valuations of the schemeas are carmied out every year By gualified independent
acluaees. For the purpeses ¢f these annual updates, scheme assais are incluced &. far value and scherme habilities are meas.red on an
actuarp! basis using the projected unit method, these habities are discounted at the cument rats of return on a high guality coporate band
o aqujvalent currgncy and term. The post-retirement Benefit surplus or deficit is includad on the Group's balarice sheet, net of the related
amourt of deferred tax. Surpluses are only ncluded to the extent that they zre recoverable through reduced cortibutions in the future or
thraugh refunds from the schemes.

The ceirrent service COst and ary past senvice costs are ncluded in the profit and los account within operating expenses anc the expected
retum Hn tha sshemes' assess, net of the impact of the Lnwinding of the discowrt on scheme liabilugs, is ncluded within other france
ncoms. Actuanal gans and losses, inck .cing diferences between the expecad and actual retur an 8shere assets, are recognsed, net
¢ tha related defaires tax, in the staternent of total recognised gains and losses.

The pinsion scheme is closad to naw entrants; as A result the service cost to the company will increasa in futura years. "he expectes lavet
contn't:.utioms to the benofit pensicn scheme and post-redreimant hoalthcars scheme in the yaar to ihe 31 Cecember 2007 s £847k.

The milor assuptons used oy the act.ary werg;

31 Decamper 2006 On apqusition
Rate of norease in salanes a a
Rate dl increzse in pensions in payment 0.0% 0.0%
Expeced rates of retun:
Ecpit es 9.2% §.2%
Bo~gs 5.1% 5.1%
Othat! 5.1% 31%
Inflation rate 3.0% 3.0%
Discoynt Rate 8.0% 5.75%
Healthcaracosttrend # } 9.5% 5% 9.5%-5%

# The pvel of haalthcare contributions are capped ang adopting a higher tend 121e aoes rot matenally affect the | agilty

The fal* valuo of the schemes' assots, the presont value of the schemes' labiliios and the net pension liabiliies were as follows:
!
|

| 31 Docem.er 2008 31 Decerbaa 2200 O Bcou siborn O acousilexs

: % £700 % £000
Eqquitieas 9.2 5,148 2.2 4,694
Bonds 5.3 2,022 3.1 1.777
Other 3.1 o 10/ 31 124
Total ~prket val.e of scneme assats 7,277 6,896
Praser| valua of scheme liablities 7 ) {10,667) ) (12,015]
{Caficit!in tha scheme {(3,275) 5,119
Deferrgp tax asset _ ) 1,310 2,048
Net pe_‘-sicnrl_iablﬁty e L ) o . fress) . {3,071
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52. Pensions oyrtinued
22.2 Defined bemefit pension and post retirement benefit schemes continued

The compong-ts of the defined benefit cost wee as ‘cllows
' 000 [
Operating profit i
Current servite cost 167
Past service fosts 7 {24%)
Total _operatirfb charge ] ~ _{74)
i Qther finanze (charge)/income
I Expected ratirn on plan assets 392
Iteres: on phin labiites (A7)
| Netrewr B L L ‘ ; 78
| T
' Statement ¢f total recognised gains and losses
I Actudl retum ess expected relum on plan assets 3
' Exparence giins and losses on the scheme | abilites 65
Excharge rat} gain 539
: Changa in aspumptions undedying the present valua ¢f the scheme | acitives 15
| Adtuarielgein| .
The movemetyt in the recognised {defic ) in the schemes dunng the vesr was as follows
I
E - com
! Cn ncorpcratbn —
Cn acau sitior, 5,119
Current servigk cost : {167}
Past service gist 241
Contabut ons 1,226
i Cither fnance tharge {78)
Actuaria gain - 622
Deficit in schene at 31 Decemnper 2006 o ] o L o {3,275} |
An amount of £15,00C was cutstancing at 37 December 2006 i respect of payments 10 dufined contribution pension schemes.
An analys s of the awounts rccogn sed within the cansolidated statement of total recognised gains and losses 1s as foliows;
| H
! Diffarerce bettvee~ the expected and actual relum of scheme assets: Amount {£000) 3
i Percentage of pchome assets 0.0%
I Experence gans ana losses on “he scheme [abidites: Amount (£°000} 65
Percentage of present value of i scheme assets liabilties 0.6%
' il
Total amoun: ricogn sed in stateiment of lotal recogn.sed gaing ard losses: Amount {£'000) 622
Percentage of present value of ve schere assels lzbillies : 2.9%

LH_,,,___;L_____W,““,AA I o )
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D3. Share chphat

P4,

Company Company
2008 X
. £/000 o)
Authorixlied:
825,000,000 (2005: 500,000,000} Ordinary shares of 0.5 pence each _ 4,128 2,500
Aliotted, called up and fully paid:
616,559,778 (2005: 237,636,286) Ordnary shates of 0.5 pence each 3,083 1,188

!
Issue ol shares in connection with the acquisition of Schlegel
The acairsiion o the Schiegal bulding products dvsion was complsted on 4 Agel 2036, The acquistion was furded by the rassing of
£53 milayn by way of a placing ard ope~ offer of 378,571,428 ordinary shares in Lupus at anissue prce of 14p per share a2nd by a new
dabt faclity comprising a term loan of £35,000,000 and a multicurrsncy revoiving lnan facility of £10,00C,000. Of the rew ordinary shares
issued, $999 330,334 shares wera placed with instituionat and certan other investo1s under tha placing ana 76,232,005 shaies were issued
tc exstirg sharshokders under the terms of the open offer on the basis of one share for every toree held as al 1 March 2008,

Issue of shares to directors in payment of fees
On 17 Npvermber 2008, 158,730 staras were issued to Vr Jackson in payment of his director's feas (£25,000) for the year commencing
17 November 2006 and 133,333 shares were 1ssued 10 Mr Tate, in payment of Fis dracior's fees (£21,000) for the year cormencitg
1 Noveniber 2006.

|
Employee share ownership trust
47,539,257 ordinary shares are ~eld by ihe trustaes of the Lupus Employea Share Ovmershp Trust (‘the lesot”) wnder the amployea
incentive: arangements described i~ the circ_lar dated 21 January 2004 and approved by shareholders on 15 Fepruary 20C4. The lesot
subscritipd for the sharss in cash at & price of “7.25p per shere using funds contnbutad (9 the lesot by the Company.

The Cornpany requested the rusiees o e leson lo ~old Ihe shares for the bene il of he lamily of Greg Halchings, execulive chairarn of
tha Cartany. Un 31 December 2005 that -equest becarme unconditional, sinca Mr Hatchings was stik employed by t-e Company &t
that daté.

The Jes¢t subscribed for, and was allotted. a furt~er 15,846,410 ordnary shares in the clacing and open offer n comnection vath the
acquisrlan of Schiegel,

Continnent rights to the allotment of shares
At 3t Discember 2006 there were 714,285 contingent ng~ts 10 e allotment of shares, in respect of options granted 1o Mr ~uchings under
the EMI sererme. The shares hela by the leso’ are available to salisly these contingent rig-ts,

|
Moverrents on share capital and reserves

Group Sye Poft
' Share Morger Pree itam arnd by

capi.al e Accoant Acoaurt

£000 £000 £C00 £000

At 1 Jarwary 2008 — as pravicusly stated 1,188 10,389 - 4,30
Restate nen: - soe ~ote 2 — — — {1,481}
i 188 10,389 — 2,820
Shares ssued net of custs .8ub — <5 45,713
Froft fa* e year — — — 6,408
Exchanye difference/Acturial gan —_ — — {1.248)
Diideniis oaid — - — {1,234
At 31 [lecember 2008 o _ . 3083 10,389 45 56,459

The sheyes issuea in connection with the acquisiiion of Schlegel, as described i note 20 above, were ssusd in consideration for shaes n
tupus (Japital {Jersey) Limited and tre premi_m therean iaken to profit and loss acce .t {olow g the redermption of shares n Lupus Capital
{Jersey‘, Limteq,

Includetd within the profit and loss account 1s £:86,000, whizh repraser:s an amount tansterred 1o a Special Resarve within the accourts of
a subsidiary company under the torms of a Court Crder on a reguction in sharg capdal ¢f thal company.
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4. Movements on share capital and reserves Sontrued
i
Company
Snaro Werger Share Pof: ang foss
capital feaive AT accodd
} £000 Lono o0 000
AL 1 January X006 1188 8,820 — 8,462
Shares issuet) net of costs 1 895 - 45 49,713
Profit for the yhar —_ — — 71
Dmdarcis — — — (1,234}
At 31 December 2006 S U T L
i ‘
PS5. Analysis of jiet cash/(debt)
'! 1 January Bxcrance Capeh Othar ng~ cash
! 2006 Ao.sthon moveeTert fionre movements 3" Dooomber
' ) £00 o0 £500 oo s oo
Cash balancés 2654 — 147, 7,251 — 9,738
' Nabt acquires — (40,781 — 40,781 — —
| Cash acqurel — 786 — {786) — —
i Shor tem déh — - — 14,861) {47) {4,938
i Firance laasas - shott lerm - (160) — 4 — (156)
i Lorg term daot — — — 127256} — (27,296}
| France lessep - long term {3; {465} 22 112 — {334)
[ Net cashv{dely) 2,681 (40,120} 25, 14,655 {47) (22,986}
rG. Contingent [iabiiities
Group
b 2008 2005
A ) ) ) £000 £000
Fi~ancial guelanteas 1,656 —
Perlzrmance bords 9 9
Legal claims 578 —
Centracts for julure expend ture 17 — 1
i g

i , : 2,260

The Group biks hrancial guarantees amounting to ¥1.656,000. These guarantees refals 1o I3tiers of orecht provded by the bank in respect o
war<dman's compensaton claims cn wrich no losses are ant cpated.,

E
The Group is the subject of pending legal preceedings retatad 10 employee grievances ans g on the separation of the =VI business from
Schiegel, pricr 10 the acquisition of the Schiegel business by Lupus. The Group doss ot believe 1at the oulcome of theses proceedings
will have a miterial adverse affect upon the Group's consolidated financial postion, results of operatons or cash flzw.

7. Financial cammitments
At 31 Decerrber 2006 the Group had annual comimiments as follows:

e ey e e e

Finance leakes and hire purchase agreements:

Cve five years . o . e - 95:'»,,,,.,

i 2006

! . £000

. Expiry date;

3 Wihin cne véar 156
| l . Retween cng'and five years ) 7 334

K 490

; Non-cancellable operating leases:

i Land and buildings  Lara and bukings Other Other

i ! 2006 2005 2006 2005

: ' €000 £000 £000 £000

i Fxpry date;

i Wthin one yeiar 38 57 79 —

| Between or¢ ard fiva years 107 — 158 —




Form of proxy

" Lupus Capital ple

1ANe

BLOCK C/HPITALS PLEASE)

ol

ceing (a) mamber(s) of Lupus Capital ple appoint the chairman of the mesting or

(saencta i of

as ryfour prosy Lo allend and vole for me/us and on ny/our behal al the annual general meeling of tre Compsny 1o be held at the offices of

Slaughter & May, One Bunhill Row, Londen, ECTY 8YY on 16 May 2007 4t 14.30 and at any adjournment hergol,

Flsase indicate with an X in the spaces provided how you wish your voies L0 ba cast on the resokstions sgecified.

Resolution For Against Abstain

1. To naceive and adopt the accounts for the year ended 31 December 2008 together with
ihe eports of the directors and avditors thereon

2. To ceclare a final dividend

3 To wrappoint Mr Hutchings as a direcior wno retires by rotasion and offers himself ior re-glecticn

4, To e-appont Mr Mullnall as a director who tetires by 1otation ano oifers himsel! for re-election

8. To m-appont Mr Jackson as a director who retires and offers nimself for re-election,
having been appoinied by *he board since the last general meeting

8. To ra-appont Grant Thomton LLP as auditors to the Company ang
10 anit~onse the directors to set their re~uneration

Subject to aw voting instructions se given the proxy will vale, or may acstain rom votng, on any rasolution as be may think fit,

SHGMBILIE ©viverenrereavrseceren s nreies e rn e et 188465 et£am e e rar T AR S SRR R 4E R AR e e n e r e Dated this.......ccoeveeneee. dayof ....ccoe..v..n.... 2007

NOTES

Y. M you 50 deede you may dekia the words ‘charan 0° e meetng and risert the narma of your own chaica of praxy who need nol
ba a mebes of ta Compary. Please rrial sucr aiteration.

2. The oy lom mist ra lacped at the P Piocessg Canta, Teltord Road Bcastan, OX28 400D o vy hand 10 ths Cormbany's regeitars,
Capda Toget s The Rogesty. (4 Boackankain Road. Fackenna~ <ant B3 4TU not lese han 48 haes tolaen the tira fixad for ihe
mectng. I clelal e proxy coniol be tented as vald.

3. Acomporabon must execute the provy undar its common sed or under e hanc of an othcer or attomay duly authcased.

2 binis oroxy ' s exeautad unoer 4 cower of atarey or other aLthonty, such pawer OF altorney o ofrel autmonty of A nolarialy
cortfad coprt hereof must 0o odged with the Registrars with the proky formm,

5. Inthe case ¢f ont nokiers Te vole of tw serior chall ba ancepiad 1o the excdusen of tha other 0N holilers. son oaly bairy)

rtermead ty Ihe ordor oiat ich he naroes slard o e rogis'er 0 nadpect of e oinl Dok,
8 Sherdhohet washag o sLpond a proxy usarg CREST shodld refer 1 e notes of e Metes ol Avuel Gereral Mol dg.




Second fold

BUSINESS REPLY SERVICE
Licence Na. RRHB-RSXJ-GKCY

The Proxy Processing Centre
Telford Road

Bicester

OX26 41D

Third fold
and tuck in flap opposite

First foid
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Notice of meeting

Giice is ha-eby given t-at the Annuz General Meetng of Lupus Capital ple wil be hald a the offices of Slaughter & May, One Burhil Sow,
rdon EC' Y BYY on 16 May 2007 at 14.3Q. fcr the following pumoses:

Ordinary business
o consider gnd, if thought tit, approve he followng ordnary resokut ong

f. To racgive and adopt tha accounts for the yaar ended 31 December 2006 togather with the reports of the directors and auditors thereon.
2. To dadre a final dividend.
E. To reagpoinl M Hulzhings as a director who rat-as oy raiation ancd oHers imsalf for ra-election,
To reagpoi~t Mr Mulhakk as a direstor who retres by rotaton ard offers himself for re-¢ lection.
To reanpoi~t Mr Jackson as a drector who rewes and ofers himsalf for re-elaction, havirg heen appointag by the Boarg sine the last
general meatng,
To reaspoi~t Grant Thomiton UK L_P as auditors of the Company and 1 authonse tho drectors 10 set ther ramuneration

i

order of 'he Board
{

Cavendigh Administration Limited Registered Offica:

Company Sicretary Crusade’ House
’ 145-157 St John Street

{18 March 2(07 London, EC1V 4R

§

|

Notes:

1. A memer of tre Company entitied o attend and vate &t the Meeting 1s entitled 10 ap20int one or more proxics 1o attenc and, on a poll,

! vate inglead of him, A proxy need not ba a member of the Company.

2. To be vilid, farms of proxy and any power of atiormey or other authonty under which il is signed must be lodgso at the P-oxy Processing
Centre, Tel'ord Road, Bicester, X6 41D ar py hand to the Company’s registrars, Capita Registrars, The Registry, 34 Bec<erham Road,
Backertnam, Kent BR3 <TU: not less t-an 48 hours before the tme fixed for the ~eeting. A fom of proxy is enclosed with this rotics for use.
Complkétion ana retum of a proxy form does ot prect.da a member from atlending and votng at t~e mesating.

Pursuar|t to Regulation 4° of the Uncertficated Securfies Regulations 2007, 1he time by whic™ & perso~ mus: be entered or the register cf
membats in ordar to Nave the right to attand and vote &t the Annual General Mesting « 14.30 on *4 May 2007 being 48 ~ours prior 1o

tha timgj fixed for the meeting or, If the meeting is adpumed, such tima being not morz than 48 howrs prior to the sime *xed far the
adjcurnsd mesting, Changas 10 entries on the regisler of members after that tme wil oe disregarded in determining the nght of any person
| toattend or vote at the meetng.

’5. The register of directors’ intergsts in the share capial of 1ne Compeny s avalaiie for tnspaciion at the Comcany's reg stered ofice dunng
noma pusiness hours f-om the cate of ths nxtice uniil the da'e of the Annual Genergl Meating and will be avalable for inspecton at the
place ' the Annual General Meestng for at jeast 15 mnutes pnor 10 and duing the mosting,

CREST me~bars who wish to acpaint a proxy or proxies by utlising the CREST alactronic appoi~tmeant service may o so for tha
exlraordinary genatal meating to be held on 18 May 2007 and any adjournment{s; :hereof by wrlisng the procedures described n the
CREST Manual. CREST personal members cr other CR=ST-sponsored members and thage CREST merrhers who have appointed a
voting ﬂpr\nce pravider(s), should rafer to their CREST sponser ar voting sarvice prov der(s), who wit be able to take the appropnate action
on thar behalf.

o

petly auttenticated in accordance with CRESTCo's specifications and must contain the in‘ormation required for such i~stnctions, as
scnbxed inite CREST Manual. The message, regardless of whether t constitutes the appointment of a proxy o an amendment to the
Pstructions {ven 10 a previously appcintes proxy, Muss, in order 1o be valid, be transmtte: so &8s 0 be raceived oy the Company's Req strars,
pita Registrars under CREST participant ID FA10) by the latest tme(s) ‘or rece pt of oroxy appointments speciiied in the Notice of Ann_al
acr‘cmi Macting and in Note 2 of this form of proxy. For this purpose, the ti—c of receipt shall bo taker as the time (as determined by the
mestamp ajiplied 1 the message by the CREST Apcloations Hest) from which the Cornpany's agent [Cacita RegisTars) 1s acle 10 revieve the
ssage by enquiry to CREST n tne manne prescnbed by CRIST, After this time, any changa of nsiructions (2 proxies appointed hrough
RES™ shoyd ce communicated 1o 1he appo nige 1hrough ot er means.

Eorder tor & proxy acpointment —ade by means of CREST w be valid, the appropriaie CREST message (CREST Froxy Instructicn) must be

bRES‘ inentbers and. where applicable, thelr CREST sponscrs or vatng service promders should note that SRZSTCo does not make availacle
Brecial prociidures in CREST fur 'y particular messages. Normal syslem Linggs and Linitalions will tharefore ey inrelelor o Ihe npul of
JRES) Froxy Instructions. [t is the respo-sibility of the CRES| marmicer comcemed Lo take (o, if the CRES| member is a CRES | personal
nher or §ponsorad rmember or has apcointed a voting senvica provider(s) to procure hizher SRIST sponsar or voling service provider(s)
akels)) such action as fs necessary (0 ensure thal a8 message is transmitied by ~eans of the CREST system by a particular time, In this
bonnection, CREST members ang, where acplicacks, CREST sponsors or voling servee poviders are referred, in particular, to those sactions of
b’)e CREST hﬂanual concerning practical lim tations of the CREST systern and timings.

h‘he Compar‘ may treat as invalid a CREST Proxy Instruction in the circumstances ser out in Regulation 35(5) of the Uncertificated Securities

Eegulal ons j001,

ong pro uced by Carr Kamasa Design
Srirtad by Epn Oliset
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